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NORTHERN TELEPHONE LIMITED 


THE DIRECTORS’ REPORT TO THE SHAREHOLDERS 


1968 was a year of accomplishment in the 
face of a difficult operating situation created 
mainly by_a two-month strike. Nevertheless, Net 
Earnings increased by 2 cents a share over the 
previous year. 


Total Revenues were up 5.77% due almost 
entirely to a 9.5% increase in Local Exchange 
Revenues. Higher revenues also accrued from ser- 
vices provided to the Department of National 
Defence. 


On the other hand, Long Distance Revenues NO A 
were very disappointing. Due partly to the strike 
and partly to the moderate level of economic / 
activity in Northern Ontario and Northwestern 
Quebec, long distance revenues were actually be- 
low the levels achieved in 1967, 


aa Operating Expenses were strictly controlled 
and excluding depreciation were held to 1.32% 

_ above 1967 as a result of improved management 
methods and refined operating controls. Service 
to our customers was improved. 


Total Capital Expenditures were approxi+ 
mately five million dollars, of which $1,150,000: 
was spent to provide defence services. While 


some work had to be curtailed, it was possible 
to complete the defence committments on 
schedule. 


The two-month strike, the first in our Com- 
pany’s history, should be commented upon. The 
Union demands, if accepted, would have put your 
Company in a loss position. Management, of 
course, could not accept this and a strike en- 
sued. As a Public Service, we undertook to con- 
tinue to operate the system. Generally speaking, 
there was sympathetic understanding from custo- 
mers in spite of the inconvenience they suffered 
from time to time. The supervisory staff deserve a 
great deal of credit for their efforts. 


During the year an addition to our head 
office building was completed at New Liskeard. 
This provided us with much needed space and 
allowed us to relinquish several rented premises. 
A service centre complex near the town was also 
started, for completion early in 1969. This will 
allow us to concentrate certain departments at 
one location, freeing us from scattered owned and 
rented premises, and thereby boost efficiency. A 
service centre at Rouyn-Noranda is planned for 
1969. This will give us adequate warehousing and 
servicing facilities at those two places as well as 
at Timmins and Val d’Or. 


We continued during the year to add to 
cable plant and modern dial equipment at various 
locations. Surveys of customer acceptance of 
Touch Tone dial service were -conducted. New 
rates were approved for Extended Area Service, 
and such service will be expanded in the coming 
years. 


For quite some time officials of your Com- 
pany have been concerned about the poor profit 
performance of the areas in Ontario to the West 
of Hearst. Our studies demonstrated that these 
operations were relatively expensive and slow 
growing. As Bell Canada was providing most of 


the service in those areas, it was decided to sell 
our “Western Assets”, including the Algoma 
Central Telephone Company Limited, to that 
company for a consideration of approximately 
six million dollars. In December 1968 a special 
general meeting of shareholders was called for 
that purpose, and the transaction ratified by the 
shareholders. This should have a beneficial effect 
on your Company’s earnings in future years. All 
our employees in those areas accepted employ- 
ment with Bell Canada. 


Over the past few years there has been con- 
siderable talk about the “Forgotten North”. It 
is certainly true that we have not enjoyed the 
buoyant growth pattern of the more southerly 
portion of Ontario and Quebec, nor are there 
nearly sufficient employment opportunities for our 
educated young people. For mainly economic 
reasons, we have not been able to attract second- 
ary industry to any large extent. This region’s 
economy, therefore, depends largely on the prim- 
ary industries. 


Success of your Company is to some extent 
directly influenced by the finding of new mines 
and the development of forest and power re- 
sources. The establishment of additional second- 
ary manufacturing plants to process the semi-raw 
materials we ship would drastically improve the 
over-all economy of the areas in which we serve. 
We are happy to report some progress in these 
respects but much remains to be done. 


Respectfully submitted on behalf of t 
Board. 


D. McKELVIE, 
President. 


New Liskeard, Ontario. 
February 25th, 1969. 


NORTHERN TELEPHONE LIMITED 
and subsidiary companies 


CONSOLIDATED INCOME STATEMENT 


YEAR 1967 
OPERATING REVENUES 
Local service $ 5,846,684 
Long distance service 4,276,242 
Miscellaneous . 94,445 
POF217 ou I 
OPERATING EXPENSES: 
Maintenance 2,159,297 
Depreciation 2,156,853 
Traffic 1,048,943 
Marketing and commercial 594,800 
Other 1,387,435 
7,347,328 
Net Operating Revenues 2,870,043 
OPERATING TAXES 
Income taxes (Note 2) 864,578 
Other taxes 303,163 
1,167,741 
Operating Income 1,702;302 
OTHER INCOME 
Miscellaneous . 431,432 
Total Income before Interest Charges 2,133,734 
INTEREST CHARGES 
Interest on long term debt . 851,593 
Other interest . 218,792 
Amortization of discount and expense 
on long term debt 20,126 
L090 S11 


NET INCOME 


NET INCOME PER COMMON SHARE 


(Based on average number of 
shares outstanding) 


$ 1,043,223 


28.0 cents 


ASSETS 


TELEPHONE PROPERTY 
Land, buildings, plant and equipment - at cost 


Deduct: accumulated depreciation 


Excess of purchase price over book value of 
subsidiary companies (Note 5) 


INVESTMENTS 
Sundry investments - at cost 


Special refundable tax 


CURRENT ASSETS 
Cash 
Accounts receivable . 
Materials and supplies - at cost 


Prepayments 


DEFERRED CHARGES 
Unamortized discount and expense on 


long term debt . 
TOTAL ASSETS 


On behalf of the Board of Directors: 
D. McKELVIE, Director 
R. A. H. Taytor, Director 


NORTHERN T 
and subsi 


CONSOLIDATED 


December 31, 
1967 


$48,560,359 
14,084,875 
34,475,484 


4,474,003 


20,492 
__116,244 


136,736 


169,651 
1,767,742 
815,517 
212223 


2,965,133 


290,201 


$42,341,557 


1E LIMITED 
mpanies 


LANCE SHEET 


SHAREHOLDERS’ EQUITY 
Capital Stock 


Preference (Note 6) . 


Common (Note 7): . 


Retained Earnings 


LONG TERM DEBT (Note 8) 


CURRENT LIABILITIES 


Bank loan - unsecured 


Bank overdraft - unsecured 


Accounts payable . 


Debentures due in following year, less 


purchased to date . 
Dividends payable 
Taxes accrued . 


Interest accrued 


DEFERRED CREDITS 


Income tax (Note 2) 


Employees’ Stock Plan . 


LIABILITIES 


December 31, 
1967 


$ 7,564,000 
10,603,660 
2,481,971 
20,649,631 


16,394,000 


2,800.000 


894,387 


126,000 
249,211 
251,758 
190,387 


4,511,743 


745,890 
40,293 
786,183 


TOTAL LIABILITIES $42,341,557 
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NORTHERN TELEPHONE LIMITED 
and subsidiary companies 


CONSOLIDATED STATEMENT OF SPAIN) SanNSs 


BALANCE AT BEGINNING OF YEAR 
Add: Net Income 
Miscellaneous 


Deduct: 
Amortized portion of excess purchase price over book 
value of subsidiaries (Note 5) 
Income Tax assessments, prior years 
Dividends - Preference 
- Common 
Miscellaneous 


BALANCE AT END OF YEAR 


Consolidated Statement of Source and 


SOURCE OF FUNDS 


Operations 
Net Income . 


Add: Depreciation, deed oe and iis pedgianen 
not requiring an outlay of funds (net) 


Proceeds from Stock Issue 
Proceeds from Employees’ Stock Plan 
Proceeds from Debenture Issue 
Special Refundable Tax 
Miscellaneous items 


DISPOSITION OF FUNDS 
Construction Expenditures 


Gross Construction Expenditures . 


Less: Charges to construction not tae 
an outlay of cash Pa eine 


Dividends - Preference 

- Common 
Redemption of Debentures : 
Acquisition of Shares - La Sarre Teleohone Tne! 
Income Tax assessment - prior years 
Special Refundable Tax . : 
Increase (Decrease) in working arti ; 
Miscellaneous items 


YEAR 1967 


De US.O9 7 
1,043,223 


3,948,820 


235,200 
259,252 
409,219 
562,936 
242 
1316 1,466,849 
8 2,404. 794  — $ 2,481,971 


Disposition of Funds 
YEAR 1968 YEAR 1967 


Siil7 eis = $ 1,043,223 


2,200,784 2,008,116 
3,318,599 3,051,339 
— 1,997,004 
63,519 174,343 
— 5,000,000 
37,420 = 
17,002 120,476 


$ 5,347,483 $5,831,917 


— 467,011 431,432 
4,880,472 5,400,485 

409,217 409,219 
566,073 562,936 
226,500 408,500 
oo 2,033,500 
— 220. 259,252 
-— 34,308 
(2,645,882) 1,145,001 
— 89,961 


NORTHERN TELEPHONE LIMITED 
and subsidiary companies 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


PRINCIPLES OF CONSOLIDATION 


The accounts of the subsidiary companies, all of which are wholly owned, have been consolidated with 
those of the parent company, Northern Telephone Limited. These subsidiaries are: 

Northern Quebec Telephone Inc. 

Algoma Central Telephone Company, Limited 


INCOME TAXES 


Commencing January 1, 1966, the Company adopted the “Deferred Income Tax” method of recording 
the savings resulting from the excess of capital cost allowance claimed for income tax purposes over re- 
corded depreciation. The deferral for the year ended December 31, 1968, was $240,556. 

If the Company had used the “Deferred Income Tax” method for the years prior to 1966, the accumulated 
deferred income tax at 31 December, 1968 would be $2,101,236. 


DEPRECIATION 
Depreciation has been charged in the accounts at rates designed to spread this loss uniformly over the life 


of the property. 


REMUNERATION OF DIRECTORS AND SENIOR OFFICERS 


Year 1968, Total remuneration received by the Directors from the Company and its subsidiary companies, 
including salaries of those Directors who were employees of the companies was $66,900. Total remunera- 
tion received from the companies by senior officers who were not Directors of the Company amounted to 
$63,945, 


EXCESS OF PURCHASE PRICE OVER BOOK VALUE OF SUBSIDIARY COMPANIES 


The excess of purchase price over book value is being amortized over a period of time commencing in 
1967 through charges to retained earnings. 


CAPITAL STOCK - PREFERENCE AT DECEMBER 31, 1968 


Authorized - with a par value of $20.00 each issuable in series 


First Preference 500,000 Shares : : : . $10,000.000 
Second Preference 250,000 Shares : : ; : $ 5,000,000 
Deduct: Redeemed 121,800 Shares : : , : 2,436,000 
128.200 Shares 2,564,000 


$12,564,000 


Issued - FIRST PREFERENCE 
75,000 5%% cumulative redeemable 


preference shares - Series “A” ‘ F : $ 1,500,000 
50,000 514% cumulative redeemable 

preference shares - Series “B” i ; ; 1,000,000 
100,000 514% cumulative redeemable 

preference shares - Series “C” : ; ; 2,000,000 
25,000 5%4% cumulative redeemable 

preference shares - Series “D” : é ; 500,000 


Issued - SECOND PREFERENCE 


7,853 5 % cumulative redeemable 


preference shares - Series “A” ; ‘ : 157,060 
120.347 514% cumulative redeemable, convertible, 

preference shares - Series “B” : ; : 2,406,940 

Total outstanding preference shares. : : $ 7,564,000 


1] 
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7. CAPITAL STOCK - COMMON AT DECEMBER 31, 1968 


Authorized - 5,000,000 shares of no par value to be issued for a 
consideration not to exceed $15,000,000 


Number of Shares Consideration 


Issued - at January 1, 1968 2,349,987 $10,603,660 
issued in 1968: 
for cash 17,302 103,812 
at December 31, 1968 2,367,289 $10,707,472 
Conversion Privileges —- Second Preference Shares into Common 


Series “B” - In June 1966, 150,000 544% cumulative, redeemable, convertible, second preference shares, Series 
“B”, were issued, with a par value of $20.00 each. These shares are convertible, at the option of the holder 
up to December 1, 1971, at the rate of two common shares for each Series “B” second preference share 
together with a simultaneous payment of $5.00 to close of business June 1, 1969, and thereafter at $8.00 
to December 1, 1971. As at December 31, 1968, 29,653 shares had been converted into 59,306 common 
shares leaving a balance of 120,347 shares which may be converted. 


8. LONG TERM DEBT 


NORTHERN TELEPHONE LIMITED 
20-year Sinking Fund Debentures 


MATURITY DATE RATE OF INTEREST SERIES 
September 1, 1971 4% % A $ 414,500 
April 1, 1975 47a B 865,500 
May 1, 1978 5%4% Cc 1,572,000 
January 2, 1981 6 % D 1,839,000 
December 1, 1981 5% % E 1,741,000 
May 1, 1983 5%4% F 2,847,500 
December 15, 1984 5% % G 1,918,000 
May 1, 1987 642% H 4,950,000 
16,147,500 
NORTHERN QUEBEC TELEPHONE INC. 
First Mortgage Sinking Fund Bonds 
May 1, 1975 6 % B 150,000 
16,297,500 
Deduct: Maturing in 1969, after taking into account 
debentures purchased for redemption in excess of requirements 130,000 
TOTAL LONG TERM DEBT $16,167,500 


In January, 1969 fixed assets of the Company representing the depreciated cost of land, buildings, plant 
and equipment of the western division were sold to Bell Canada for a consideration of approximately 
$6,000,000. The exact amount has not been determined at this date. 


AUDITORS’ REPORT 


To the Shareholders of 
Northern Telephone Limited: 


We have examined the consolidated balance sheet of NORTHERN TELEPHONE LIMITED as at December 31, 
1968 and the consolidated income statement, statement of retained earnings and statement of source and disposition 
of funds for the year then ended. Our examination of the financial statements of Northern Telephone Limited and 
the subsidiary of which we are auditors included a general review of the accounting records and other supporting 
evidence as we considered necessary in the circumstances. We have relied on the report of the auditor who has ex- 
amined the financial statements of the other subsidiary. 


In our opinion these consolidated financial statements present fairly the financial position of the companies as 
at December 31, 1968 and the results of their operations and the source and disposition of their funds for the year 


then ended, in accordance with generally accepted accounting principles applied on a basis consistent with that of the 
preceding year. 


New Liskeard, Ontario, KEMP & KEMP, 
February 2, 1969. Chartered Accountants 


REVENUE , EXPENSES 


NET INCOME 


TELEPHONE PLANT 


STATION GROWTH 


MILLIONS og 


STATISTICS 


(Including All 


1967 1966 1965 

NUMBER OF TELEPHONES ww. 94,190 85,705 81,348 
BUSINCSS a tye ee one es 23/5 7 26,836 Pay OXI 
Residencemeccte teecn mrt ee ces 65,619 58,869 55,981 
Percentage Residence of Total . 69.7 68.5 68.8 
Percentage Dial of Total ........ 94.2 91.8 89.2 
NUMBER OF CENTRAL OFFICES ................. 115 108 109 
MILES OF POLE LINES... pmeiteee ee) 4,110 3.914 3,825 
MILES OF WIRE .............. BN le eet Teed 282.232 251,304 235,834 
LONG DISTANCE CALLS 5224231 4.432.847 4,113,808 
Company linces nes eee 2,672,179 217,015 1,927,245 
Connecting Companies’ Lines . 252.052 2,295,232 2,186,563 

TOTAL INVESTMENT PLANT & EQUIP.* ..... $48,560,359 $41,708,885 $36,062,388 
Plantaciiguip.pLesseDepauanenieen ae $34,475,484 $29 980.665 $25,849,376 


OPERATING REVENUES S10217537 1 


$ 8,868,056 


$99.856,925 


NUMBER OF EMPLOYEES 


MIG erie ee 416 486 
WOmMieni yuh, Hacieni tee ane 430 389 
Total Employees ....................... 846 875 


TOTAL PAYROLL 


(Operations) $ 3,094,270 


$5 25987,855 


NUMBER OF SHAREHOLDERS 


Ins G@anad2a ean eee. eee 2,890 
Elsewhere Da a 94 
Total Shareholders . 2,984 


*ADJUSTED — Excess of purchase price over book vulue of subsidiary companies formerly included in 
assets now shown separately on balance sheet. 


$03 
245 
748 


$ 2,411,478 


5,228 
286 
5,514 


1959 - 1968 


hsidiaries) 
1964 1963 1962 1961 1960 1959 
77,498 71,681 67,066 63,625 54,457 50,375 
ez: i) 22,039 20,610 19,386 16,190 14,791 
§3,383 49 642 46,456 44,239 38,267 35,584 
68.8 69.3 69.3 69.5 70.3 70.6 
84.4 78.0 V7 70.7 65.9 
84 74 61 48 
3,259 3,050 2,852 2,160 2,076 
200,648 188,808 160,722 129,854 113,462 
3,306,63 | 3,119,205 2,790,736 DES 2 e267) DAO SS 2,196,978 
1,552,586 1,460,572 1,407,856 eZ S Selle 1,030,591 1,227,046 
1,754,045 1,658,633 1.382,880 IP2S95155 1,042,561 969,932 
So2e TL OnZ $27,336,419 $24.336,419 $20,043,411 $14,181,328 SIPiSsas2 
$23,212,665 $19,471,665 $17,927,815 $14,310,955 $ 9,969,919 $ 8,575,482 
$ 6,746,203 $ 6,364,850 $ 5,322,034 § 4,505,493 $ 3,674,805 SS, Bell Vos 
319 282 194 203 
317 315 274 324 
636 597 468 S27 
$ 2,088,215 S 1,894,873 § 1,602,358 S 1,416,262 $ 1,286,450 SP 1e2 8 17 de 
3,881 2,665 2,652 
346 191 64 
4,227 2,856 2,716 
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Head Office Complex, New Liskeard, Ontario. 


